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OATH OR AFFIRMATION

Michael Belfiore swear or affirm that to the best of my

knowledge and belief the accompanying financial statement pertaining to the firm of First

EmDire Securities Inc as of December 31 2012 is true and correct further swear or affirm that

neither the Company nor any partner proprietor principal officer or director has any proprietary

interest in any account classified solely as that of customer except as follows

-J

Signature

President

Title

Subscribed and sworn to before me this
Michelle DeDomenico Joyce

Notary Public State of New York
day of Febac 13 No 01DE6226067

LIIAUJUIJJLk kPM JIi.--
Notary Public

This report contains check all applicable boxes

Facing Page
Statement of Financial Condition

Statement of Income
Statement of Changes in Financial Condition

Statement of Changes in Stockholders Equity

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 5c3-3

Information Relating to the Possession or Control Requirements Under Rule 5c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital

Under Rule 5c3-3 and the Computation for Determination of the Reserve Requirements

Under Exhibit of Rule 5c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition

with respect to methods of consolidation

An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed

since the date of the previous audit

For conditions of confidential treatment of certain portions of this filing see

section 240.1 7a-5e3
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INDEPENDENT AUDITORS REPORT

Board of Directors

First Empire Securities Inc

Hauppauge New York

Report on the Financial Statements

We have audited the accompanying statement of financial condition of First Empire Securities

Inc the Company as of December 31 2012

Managements Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of this financial statement

in accordance with accounting principles generally accepted in the United States of America

this includes the design implementation and maintenance of internal control relevant to the

preparation and fair presentation of financial statement that is free from material

misstatement whether due to fraud or error

Auditors Responsibility

Our responsibility is to express an opinion on this financial statement based on our audit We

conducted our audit in accordance with auditing standards generally accepted in the United

States of America Those standards require that we plan and perform the audit to obtain

reasonable assurance about whether the financial statement is free of material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and

disclosures in the financial statement The procedures selected depend on the auditors

judgment including the assessment of the risks of material misstatement of the financial

statement whether due to fraud or error In making those risk assessments the auditor

considers internal control relevant to the Companys preparation and fair presentation of the

financial statement in order to design audit procedures that are appropriate in the

circumstances but not for the purpose of expressing an opinion on the effectiveness of the

Companys internal control Accordingly we express no such opinion An audit also includes

evaluating the appropriateness of accounting policies used and the reasonableness of

significant accounting estimates made by management as well as evaluating the overall

presentation of the financial statement

We believe that the audit evidence we have obtained is sufficient and appropriate to provide

basis for our audit opinion

PERSONAL SERVICE TRUSTED ADVICE

ALBRECHT VIGGIANO ZURECK COMPANY P.C

245 PARK AVENUE 24TH FLOOR 25 SUFFOLK COURT
NEW YORK NY 10167 HAUPPAUGE NY 11788-3715

212.792.4075 631.434.9500 631434.9518

www.avz.com
INDEPENDENT MEMBER OF BKR INTERNATIONAL

CERTIFIED PUBLIC ACCOUNTANTS
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Opinion

In our opinion the statement of financial condition referred to above presents fairly in all

material respects the financial position of First Empire Securities Inc as of December 31

2012 in conformity with accounting principles generally accepted in the United States of

America

Hauppauge New York

February 14 2013
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ASSETS

FIRST EMPIRE SECURITIES INC

STATEMENT OF FINANCIAL CONDITION

December 31 2012

Cash and cash equivalents

Deposits with clearing broker

Securities owned at market

Trading

Investment

Cash surrender value of life insurance

Other assets

Security deposit

Property equipment and leasehold improvements

LIABILITIES AND STOCKHOLDERS EQUITY

Accounts payable and accrued expenses

Capital lease obligation

Payable to broker and clearing organization

Securities sold not yet purchased

Deferred compensation payable

COMMITMENTS AND CONTINGENCY

STOCKHOLDERS EQUITY

Common stock no par value 1000 shares authorized

400 issued and outstanding

Additional paid in capital

Retained earnings

619217

256907

31560788
373851

3964982
394904

201224

2.036i 03

39407976

3383936
14505

28294838
98523

2064024

33855826

324156

500000

3727994

5552150

39407976

See notes to statement of financial condition
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FIRST EMPIRE SECURITIES INC

NOTES TO STATEMENT OF FINANCIAL CONDITION

December 31 2012

Note Nature of Business

First Empire Securities Inc the Company is broker-dealer registered with the Securities

and Exchange Commission SEC and is member of the Financial Industry Regulatory

Authority FINRA All securities transactions are cleared through another broker clearing

broker that settles all transactions and maintains customer accounts The Company
maintains nationwide customer base

Note 2- Summary of Significant Accounting Policies

Securities Transactions

Proprietary and customer trading securities are included in trading securities while other

securities are included in investment securities Profit and loss arising from both trading and

investment activities is reported on settlement date basis

Cash and Cash Equivalents

Cash equivalents consist of money market funds and investments with original maturities of 90

days or less Certificates of deposit with original maturities over 90 days and other short-term

investments are classified separately

The Company maintains cash in certain financial institutions that may exceed the insurance

limit The Company has not experienced any losses to date resulting from this policy

Property Equipment and Leasehold Improvements

Property equipment and leasehold improvements are recorded at cost net of accumulated

depreciation and amortization Depreciation and amortization are computed using the straight-

line method over the estimated useful lives which range from three to thirty nine years

Expenditures for maintenance and repairs which did not add to the economic life of the asset

are expensed as incurred

Impairment of Long-Lived Assets

The Company reviews the carrying values of long-lived assets for possible impairment whenever

events or changes in circumstances indicate that the carrying amount of the assets may not be

recoverable Any long-lived assets held for disposal are reported at the lower of their carrying

amounts or fair value cost to sell Management has determined that there have been no

impairments of long-lived assets through December 31 2012

Income Taxes

The Company has elected by consent of its stockholder to be taxed as an Corporation

for Federal and State tax purposes and files consolidated tax return as member of

controlled group Under those provisions the Company does not pay Federal or New York

State corporate income taxes on its taxable income Instead the stockholder is liable for

individual Federal and New York State income taxes on the Companys taxable income
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FIRST EMPIRE SECURITIES INC
NOTES TO STATEMENT OF FINANCIAL CONDITION

December 31 2012

Note 2- Summaryof Significant Accounting Policies continued

Income Taxes continued

Income tax expense included in the financial statements includes surcharges and taxes on

other states the Company operates in

The Company accounts for the effect of any uncertain tax positions based on more likely

than not threshold to the recognition of the tax positions being sustained based on the

technical merits of the position under scrutiny by the applicable taxing authority If tax

position or positions are deemed to result in uncertainties of those positions the unrecognized

tax benefit is estimated based on cumulative probability assessment that aggregates the

estimated tax liability for all uncertain tax positions Interest and penalties assessed if any are

accrued as income tax expense The Company has identified its tax status as corporation

electing to be taxed as pass-through entity as tax position however the Company has

determined that such tax position does not result in an uncertainty requiring recognition In

addition to its tax status the Company has other tax positions that have been determined to be

highly certain and therefore no reserve for unrecognized tax liability is deemed necessary
The Company is not currently under examination by any tax jurisdiction Federal and state

income tax returns are generally open for examination for three years

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally

accepted in the United States of America requires management to make estimates and

assumptions that affect the reported amounts of assets and liabilities and disclosure of

contingent assets and liabilities at the date of the financial statements and reported amounts of

revenues and expenses during the reporting period Actual results could differ from those

estimates

Subsequent Events

Management has evaluated subsequent events through the date of the report which is the

date the financial statements were available to be issued

Note Deposits with Clearing Broker

The Companys clearing broker is Pershing LLC The agreement between the Company and

Pershing LLC requires that the Company maintain collateral deposit of $250000 The

collateral deposit including interest receivable as of December 31 2012 is $256907

Note 4- Cash Surrender Value of Life Insurance

These assets represent the cash value for insurance contracts concerning certain key

employees
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Note 5- Fair Value

FIRST EMPIRE SECURITIES INC

NOTES TO STATEMENT OF FINANCIAL CONDITION

December 31 2012

The Company records certain assets and liabilities at fair value using framework provided by

accounting principles generally accepted in the United States of America Fair value is defined

as the price that would be received to sell an asset or paid to transfer liability in an orderly

transaction between market participants at the measurement date Various inputs are used in

determining fair value These inputs are summarized in the three broad levels listed below

Level Quoted prices unadjusted of identical assets or liabilities in active markets that the

entity has the ability to access as of the measurement date

Level Significant other observable inputs other than Level prices such as quoted prices

for similar assets or liabilities quoted prices in markets that are not active or other inputs that

are observable or can be corroborated by observable market data

Level Significant unobservable inputs that reflect reporting entitys own assumptions

about the assumptions that market participants would use in pricing an asset or liability

Securities measured at fair value on recurring basis are summarized below

There were no Level inputs as of December 31 2012

Fair Value

Quoted Prices

In Active

Markets for

Identical Assets

Level

Significant

Other

Observable

Inputs

Level

Assets

United States Treasury Bills

Bonds/Notes/CDs

Government Securities

Liabilities

Securities sold

not yet purchased

29999700 29999700

1357821
577118

31934.639

98.523

29.999.700

-0-

-0-

1357821

577118

1.934.939

98523

Company purchased United States

approximately $30000000 which were sold with trade date of January 2013 As of

December 31 2012 these Treasury Bills are included in Securities Owned at Market The

Companys investments in United States Treasury Bills excluding this transaction averaged

$1492000 monthly during 2012

-0-

-0-

On December 31 2012 the Treasury Bills of
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FIRST EMPIRE SECURITIES INC
NOTES TO STATEMENT OF FINANCIAL CONDITION

December 31 2012

Note 6- Property Equipment and Leasehold Improvements

Property equipment and leasehold improvements consist of the following

Office furniture and fixtures 1248495
Office equipment 1905939
Leasehold improvements 1400755
Automobile 46233

4601422

Less accumulated depreciation

and amortization 2565319

2.036.1Q3

Note Payable to Clearing Broker

The Company clears certain of its principal and customer transactions through another broker-

dealer on fully disclosed basis The amount payable to the clearing broker relates to the

aforementioned transactions and is collateralized by securities owned by the Company

Payable to the clearing broker is for the purchase of securities net of amounts due from the

clearing broker from all transactions

Note 8- Related Party Transactions

First Empire Securities Inc is member of controlled group of companies First Empire

Holding Corp and Subsidiaries These companies share office facilities personnel operating

costs and common paymaster

The Company has an expense allocation agreement with the aforementioned affiliated

companies resulting in the reimbursement of expenses to the Company of approximately

$285000 of operating expenses At December 31 2012 the Company had net balance due

to First Empire Holding Corp and Subsidiaries of $84501

Note 9- Commitments and Contingency

Operating Leases

During 2004 the Company entered into an agreement to rent office space expiring March

2015 that is accounted for as an operating lease Rent expense for the year ended December
31 2012 was approximately $834000 The Company also entered into various lease

agreements for office equipment and transportation equipment expiring through November
2015
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FIRST EMPIRE SECURITIES INC

NOTES TO STATEMENT OF FINANCIAL CONDITION

December 31 2012

Note Commitments and Contingency continued

Operating Leases continued

Future minimum commitments under the aforementioned lease agreements are as follows

Years ending December 31 2013 902077
2014 869072
2015 230607

2.001.756

Minimum lease payments in this schedule exclude contingent rentals and rentals under

renewal options which as of December 31 2012 are not reasonably assured of being

exercised

Capital Lease

The Company entered into capital lease agreement for phone equipment and related

software The lease began in August 2011 and requires twenty four equal monthly payments

of $2130

Future minimum payments required under the capital lease obligation are as follows

Year ending December 31 2013 14910

Less approximate amount representing interest 405

Present value of minimum lease payments 14.5O

The following is an analysis of leased assets included in property and equipment at December

31 2012

Computer equipment 46548
Less accumulated amortization 21981

Net leased assets 24.567

Amortization expense on capital lease is included in depreciation and amortization expense for

the year ended December 31 2012

Legal Matters

The Company is involved in various legal matters arising in the ordinary course of its business

Management is of the opinion that these matters will not have material adverse affect on the

Companys financial statements
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FIRST EMPIRE SECURITIES INC

NOTES TO STATEMENT OF FINANCIAL CONDITION

December 31 2012

Note 10 Deferred Compensation Payable

The Company sponsors nonqualified deferred compensation plan the Plan for certain key

employees The Company designates the Plan participants and the annual benefits that

accwe under the Plan The Company at its sole discretion credits amounts to participants

account balances under this plan The Companys obligation under the Plan is not funded and

participant account balances are bookkeeping entries only

For the year ended December 31 2012 the projected benefit obligation is $2064024 which is

included in liabilities At year end the assumed discount rate is 4.40%

Note 11 Retirement Plans

401k Plan

The Company has 401k plan To be eligible the employees must meet certain age and

service requirements For the year ended December 31 2012 employer contributions were

$327860

Employee Stock Option Plan

First Empire Holding Corp the Sponsor Employee Stock Ownership Plan the Plan
was established on December 21 2012 The purpose of the Plan is to provide retirement

benefits to eligible employees The Plan is leveraged employee stock ownership plan that

covers all employees of the Company that meet certain age and service requirements as

defined The Sponsor will make annual contributions to the ESOP As contributions are

made by the Sponsor shares are released from the suspense account and allocated to

participants who are actively employed on the last day of the plan year or who are not

actively employed on the last day of the plan year because of disability as hereinafter

defined or death occurring during such plan year Although not guarantor the common
stock of the Company is pledged as collateral for the bank debt owed by First Empire

Holding Corp

Note 12- Net Capital Requirements

The Company is subject to the Securities and Exchange CommissionsUniform Net Capital

Rule rule 5c3-1 which requires the maintenance of minimum net capital and requires that

the ratio of aggregate indebtedness to net capital both as defined should not exceed 15 to

At December 31 2012 the Company has net capital of $2909766 which is $2552448
in excess of its required minimum net capital of $357318 the greater of $100000 or 6.67%

of $5359763 aggregate indebtedness At December 31 2012 the Companys net capital

ratio is 1.84 to


